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INTRODUCTION TO THE FINANCIAL SERVICES AND GENERAL
GOVERNMENT APPROPRIATIONS BILL

The programs funded within the Financial Services and General
Government Appropriations Bill touch the lives of nearly every
American.

e Anyone who completes a Federal income tax form relies on
the Internal Revenue Service programs in this bill.

e Small business owners and their customers benefit from
the Small Business Administration’s activities to promote en-
trepreneurship and the growth of small enterprises.

e Consumers who are worried about dangerous toys and
other products can turn to the Consumer Product Safety Com-
mission for help in removing these products from the shelves.

e A citizen voting in a Federal election is more confident
that his or her vote will be counted accurately because of the
funding provided for Help America Vote Act programs.

e If an American walks into a Federal office building or
courthouse, the chances are good that the building is there be-
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cause of capital investments made by the General Services Ad-
ministration.

e Federal civilian employees of the Executive and Judicial
branches of government—roughly two million people—are di-
rectly affected by this bill in terms of their pay and work envi-
ronment.

The list of examples goes on. Every agency funded by this bill
has an important role in the basic operation of the United States
Government. This bill can be referred to as the “good government
bill” since the funding it provides is essential to meeting the high
standards the American public should demand from its govern-
ment.

Unfortunately, over the past several years, government services
have become deficient in many respects. There is a lot of work to
be done to correct the penurious fiscal policies that have ham-
strung the government’s ability to fulfill important missions and
serve the public. The American people deserve better. The fiscal
year 2008 version of this bill began an effort to reverse this trend,
and the fiscal year 2009 bill will continue with that effort. This bill
will focus on supporting several programs and activities that are
important to serving the American people, including programs re-
lating to consumer protection, financial education and assistance,
small business development, and the basics of good government
services.

Consumer protection.:

Consumer protection is one of the key areas of emphasis for this
bill. Several agencies receive appropriations to support activities
that safeguard consumers.

The Consumer Product Safety Commission (CPSC) is charged
with reducing the unreasonable risk of injury associated with more
than 15,000 consumer products. The CPSC announced 472 product
recalls during fiscal year 2007, which included a number of well-
publicized recalls of unsafe children’s products. However, the Com-
mission’s effectiveness in recent years was hampered by the loss of
staff and the lack of resources to support innovative information
technology and product testing infrastructure. This severely limited
the Commission’s capacity for early identification of product haz-
ards, vigorous compliance activities, and dissemination of consumer
information.

The fiscal year 2008 Financial Services appropriations bill pro-
vided a substantial (27.7 percent) increase in the CPSC’s budget to
bring the Commission back on track. The Commission is expected
to staff up to 444 positions by the end of fiscal year 2008, which
will, among other things, substantially improve its ability to in-
spect imported products at our nation’s ports of entry. The upgrade
of the Commission’s product testing laboratory will also be well un-
derway. For fiscal year 2009, this bill continues the progress to-
ward restoring the strength of the CPSC by providing an appro-
priation of $100,000,000.

The Federal Trade Commission (FTC) is another agency with sig-
nificant consumer protection responsibilities. The Commission ac-
tively fights and prosecutes financial fraud, including deceptive and
unfair practices relating to subprime mortgage lending. The FTC
also takes actions to enhance corporate data security, guard
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against identity theft, and ensure privacy. Consumer privacy has
become a major issue with the growth of Internet commerce, and
the FTC should be working to increase consumer confidence that
personal information transmitted over the Internet will not be used
in illegal, intrusive, or inappropriate ways. In addition to its con-
sumer protection mission, the FTC maintains a vigorous antitrust
program. This program also benefits consumers by keeping prices
low through the promotion of competition. Included in this bill is
a fiscal year 2009 appropriation for the FTC of $259,200,000.

Another regulatory agency with a consumer protection role is the
Federal Communications Commission (FCC). The FCC oversees a
rapidly changing and expanding telecommunications environment
that determines how we use television, radio, the Internet, and
telephones. Perhaps the most prominent example of how consumers
are affected by the FCC relates to the upcoming switch from analog
to digital signals for television broadcasting. The FCC has adopted
rules and conducted consumer education programs to prepare the
nation for the digital television transition. This effort must be ex-
panded to ensure that all consumers are aware of their options
leading up to the February 17, 2009 transition date. The FCC also
acts to protect consumers from privacy violations such as the unau-
thorized use of phone records. To help expand all of these con-
sumer-related activities, this bill includes a funding increase of
$25,875,000 over the current fiscal year.

Investor protection needs to be strengthened along with other
forms of consumer protection. The Securities and Exchange Com-
mission (SEC) oversees over 10,000 publicly traded companies,
about 10,800 investment advisers, and roughly 6,000 broker deal-
ers. A major function of this oversight is the promotion of con-
fidence in the nation’s capital markets. If investors lose confidence
in these markets, they will not function successfully. The SEC’s in-
vestigation and enforcement activities are essential to assuring in-
vestors that the markets are fair. This bill includes $928,000,000
for the SEC.

Financial education and assistance:

This bill works to promote financial education and assistance in
a number of ways. Programs supporting financial literacy and edu-
cation, assistance to taxpayers, and financial services to disadvan-
taged communities are among the efforts funded within this bill.

Financial literacy: Funding is provided for the Office of Financial
Education at the Department of the Treasury, which works to pro-
mote nationwide access to financial education tools related to sav-
ing, credit management, home ownership and retirement planning.
It also coordinates the activities of the Financial Literacy and Edu-
cation Commission, chaired by the Secretary of the Treasury and
comprised of representatives from 20 Federal departments, agen-
cies, and commissions. The Financial Literacy and Education Com-
mission is involved in developing the Federal Government’s Na-
tional Strategy for Financial Literacy.

The bill also funds the SEC’s investor education programs, which
are implemented through the Commission’s Office of Investor Edu-
cation and Outreach. This Office distributes information, partici-
pates in educational events, and performs related tasks designed to
increase investors’ ability to make informed investment decisions.
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A specific focus of the Office is education for senior citizens, who,
unfortunately, are frequent targets of investment fraud.

Taxpayer Assistance: The Commissioner of Internal Revenue
noted in testimony before the subcommittee that “the Internal Rev-
enue Service and its employees represent the face of U.S. govern-
ment to more American citizens than any other government agen-
cy.” This bill places a strong emphasis on the taxpayer service
function of the IRS by providing $2,210,000,000 for Taxpayer Serv-
ices. The IRS provides a variety of services to taxpayers to help
them comply with their tax obligations, through the IRS web site,
1-800 help line, IRS Taxpayer Assistance Centers, the IRS Tax-
payer Advocate Service, partnerships with non-profit organizations,
and other efforts. Currently, the IRS is working with the National
Taxpayer Advocate and the IRS Oversight Board to develop and
implement the congressionally mandated Taxpayer Assistance
Blueprint, aimed at crafting long-term taxpayer services strategies
that address the needs and preferences of taxpayers.

As the IRS has frequently noted, both taxpayer service and tax
law enforcement are important components in ensuring tax compli-
ance; it is not an either/or proposition. As is also the case with IRS
enforcement, IRS taxpayer services require a significant funding
commitment from the Federal Government every year. However,
the Committee believes it is important to note that while taxpayer
services cost money, they ultimately save far more money, for two
reasons.

First, taxpayer services help honest taxpayers navigate the com-
plexities of the tax system, making it more likely that taxpayers
will file correct returns. This allows the IRS to minimize the num-
ber of enforcement actions taken after the fact against honest tax-
payers, allowing the IRS to allocate its enforcement resources more
fairly and efficiently, toward cases of truly criminal tax fraud.

Second, taxpayer services help bring additional revenue to the
U.S. Treasury by ensuring that taxpayers ultimately understand
their tax obligations and pay what they owe. The IRS has esti-
mated that the “tax gap,” the difference between what is owed an-
nually and what is paid on time, is $345 billion. A sustained com-
mitment to funding taxpayer services will help reduce the tax gap
by bringing in more revenue to help pay for important government
services.

The Community Development Financial Institutions (CDFI)
Fund: The CDFI Fund helps enhance the ability of community de-
velopment financial institutions to provide credit, capital, and fi-
nancial services—including financial education—to underserved
populations and economically distressed communities. In support of
these efforts, the bill provides $105,000,000 for the CDFI Fund,
which is $76,380,000 over the President’s request. The appropria-
tion for the CDFI Fund is a wise and cost-effective investment that
will help expand both low-cost financial services and economic de-
velopment in distressed communities throughout the country.

The CDFI Fund has played an important and helpful role in
communities suffering the most from the housing crisis. An esti-
mated 60 percent of community development financial institutions
engage in mortgage-related activities, such as offering affordable
mortgage products, mortgage counseling, financial education and
homebuyer education courses, and downpayment assistance. Of the
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financial and technical assistance grants awarded by the CDFI
Fund in fiscal year 2007, 35 percent were awarded to entities that
are involved in addressing the problems of predatory lending and
housing foreclosures. Increased appropriations for the CDFI Fund
will allow for more of these efforts by community development fi-
nancial institutions across the country.

In addition, CDFI Fund investments are used by community de-
velopment banks and credit unions to expand financial services to
unbanked customers who too often must rely on expensive payday
lenders and other high cost financial services. The funding pro-
vided in this bill will allow tens of thousands of low-income individ-
ilals to open bank accounts and obtain alternatives to payday
oans.

Small business development:

Small businesses are facing difficult challenges as the economy
weakens and turmoil continues in the credit markets. Tighter and
more expensive credit makes it more difficult for small enterprises
to invest in improvements, hire more employees (or keep the ones
they have), and expand into new markets. This is especially true
for the smallest of these enterprises—those with 20 or fewer em-
ployees. The smaller the company, the more difficult it is to find
adequate sources of financing. Smaller enterprises rely on credit
cards more than any other type of financing and pay high rates of
interest on their credit card balances.

The success of small businesses is crucial to the health of the na-
tion’s economy. According to the Small Business Administration
(SBA), small businesses employ about half of all nonfarm private
sector workers and pay more than 45 percent of the nation’s total
private payroll. They create 60 to 80 percent of net new jobs enter-
ing the economy.

The SBA operates many programs, such as its flagship 7(a) loan
guarantee program, that make it easier for small companies to find
financing. Another helpful credit program to the smallest busi-
nesses is the SBA Microloan program. This program supports loans
that assist businesses with financing needs of $35,000 or less. The
Committee is concerned about how the turmoil in the credit mar-
kets is affecting the availability of capital for small businesses.
SBA programs should be helping during this time to increase ac-
cess to capital, but loans under the 7(a) program have declined sub-
stantially during the first half of 2008. The Committee notes that
borrowers participating in the 7(a) program have faced increases in
fees and interest rates over the past few years, which make such
financing more expensive. Similarly, the Administration’s proposals
for the Microloan program would increase the cost of capital for
participating small businesses. This, in turn, hurts the ability of
these businesses to invest, expand, and create jobs. This bill sup-
ports small businesses by appropriating funds for both the 7(a) and
Microloan programs.

The Administration has also proposed reduced funding for grants
to Small Business Development Centers (SBDCs). The fiscal year
2008 Financial Services bill provided $97,120,000, an increase of
about $10,000,000 from the prior year, for SBDCs so that they may
grow in their mission of providing a wide array of counseling serv-
ices and training to entrepreneurs in their communities. This bill
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continues the commitment to this program by providing
$110,000,000. SBDCs have demonstrated track records of helping
businesses succeed and grow, which in turn generates increased
local, state, and Federal tax revenues. Based on a study of the eco-
nomic impact of SBDCs, a $10 million reduction in funding for
SBDCs (which is called for in the Administration’s budget) trans-
lates into an estimated loss of $24.9 million in tax revenues. Clear-
ly, proposals for cuts to this program are penny wise and pound
foolish.

These cuts to small business programs fall hardest on entre-
preneurs who are struggling to lift themselves and their families
out of poverty. Small businesses in disadvantaged, low-income, and
underserved communities must overcome tremendous challenges to
be successful, and they can least cope with cutbacks in assistance.
This bill promotes efforts to help these businesses, including in-
creased funding for the Program for Investment in Microentre-
preneurs (PRIME), which is targeted toward low- and very low-in-
come small business owners. Funding for PRIME increases from
$3,000,000 to $6,000,000 in this bill.

In addition to the SBA, Treasury’s CDFI Fund is an important
factor in the success of small businesses in underserved and dis-
tressed communities. By providing grants, loans, capital invest-
ments, and technical assistance to community development banks,
community development credit unions, microenterprise loan funds,
and similar financial institutions, the CDFI Fund spurs small busi-
ness growth and economic development. As noted previously, this
bill includes $105,000,000 for the CDFI Fund.

Supporting the basics of good government:

The Federal Government must have adequate resources to de-
liver effective services to the nation. These resources include both
well-trained and responsive human capital and up-to-date physical
capital. Unfortunately, the needs of both the Federal workforce and
Federal facilities have been neglected for too long. The current Ad-
ministration has cut back on resources for basic government serv-
ices, relied more on contractors and less on career civil servants,
and allowed the physical infrastructure of government to deterio-
rate. There has been too little emphasis on strengthening the Fed-
eral workforce so that it has the best skills to accomplish the mis-
sions of its agencies. These ill-advised policies result in a govern-
ment that is distant from the people it should serve; government
needs to return to being accessible and helpful to all Americans.

Government contracting oversight: In fiscal year 2007, the U.S.
Government spent $430 billion in contracts, which is over three
percent of the nation’s entire Gross Domestic Product. It is also a
96 percent increase over the contracting level when the current Ad-
ministration entered office. The sheer volume of Federal con-
tracting, and the little oversight that seems to accompany many
major procurements at the agency level is of concern to the Com-
mittee, and this concern is shared by others. The Government Ac-
countability Office continues to rank government contracting as a
high-risk area, and independent reports have confirmed that con-
tracting is a key challenge for the government. There has been lit-
tle cross agency strategy and a general lack of oversight once con-
tracts have been awarded. Unfortunately, the Iraq war has dem-
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onstrated the problems that arise when contractors are granted
free reign to pursue their own tactics with little guidance from the
contracting officers and agency leaders. The BlackwaterUSA deba-
cle, the Halliburton no-bid contracts and overcharges, and revela-
tions about improper influence relating to a $50 million Air Force
contract are just a few examples. The government must gain con-
trol over its contracts. It must do a better job of recognizing prob-
lems before they become untenable, setting clear objectives and
controls in the contracts, and not allowing contracting firms to gain
monopoly status over agency objectives. This bill provides funding
for the General Services Administration (GSA), which manages an
annual business volume of nearly $50 billion in contracts, roughly
11 percent of total Federal procurements. The Committee expects
GSA and its Inspector General to exercise vigorous oversight over
these contracts. The bill also provides funding for the Office of
Management and Budget, which, through its Office of Federal Pro-
curement Policy, should play an essential role in government-wide
contracting oversight.

The Committee is also concerned about the potential
vulnerabilities in the Federal workplace stemming from the in-
creasing number of Federal contract employees present at agency
offices. Contractor employees are increasingly working side-by-side
with Federal career employees, and in many cases these contrac-
tors are the face that the public sees when they are interacting
with an agency. An important difference between a Federal em-
ployee and a contractor employee is that the contractor is ulti-
mately responsible to the company that employees him or her, not
the Government and the American taxpayer. Contract employees
are also not always subject to the same ethical safeguards as Fed-
eral employees; safeguards that are designed to ensure the integ-
rity of the Federal workplace. This is disconcerting because con-
tract employees may be exposed to a variety of ethically question-
able situations resulting from their serving in the capacity of Fed-
eral employees. These include financial conflicts of interest, impar-
tiality, misuse of information, misuse of authority, and misuse of
government property. The Committee is encouraged that the Ad-
ministration has taken steps through its Federal Acquisition Coun-
cil to promote contract employee ethics, but would like to see fur-
ther action taken to strengthen contractor ethics requirements. In-
cluded in this bill is funding for the Office of Government Ethics,
an agency which can help address this important issue.

Federal workforce: The Federal workforce performs essential
work to deliver services to Americans. Federal workers do every-
thing from protecting our public airports to administering pro-
grams that ensure our seniors have an adequate standard of living.
The continuity of their work is essential. It has been well-pub-
licized that a retirement “tsunami” is forthcoming, and the result-
ing loss of experience and institutional knowledge could cripple the
Federal Government’s ability to fulfill its basic responsibilities.
Therefore, the Committee recommends that all Federal agencies,
through guidance from the Office of Personnel Management (OPM),
take further steps to ensure that the Federal workforce will be ade-
quately staffed for years to come and that adequate succession
plans are in place.
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The Committee is also concerned that strategic human capital
management has been on the Government Accountability Office’s
high-risk list since 2001. While improvements have been made
since 2001, agencies still struggle with how to best recruit, com-
pensate, train, and motivate employees. OPM plays a critical role
in guiding Federal human capital management. The Committee
strongly encourages OPM to use the resources provided in this bill
to strengthen strategic human capital management throughout the
Federal Government.

As part of this effort, the Committee believes that Federal agen-
cies should take further steps toward workforce recruiting within
the United States territories. The territories are home to thousands
of U.S. citizens who may not be fully aware of the opportunities
that exist within the Federal Government. Some agencies have
taken steps to recruit from the territories, but others have not yet.
The Committee recommends that OPM spearhead the effort to en-
courage individual agency human resource offices to take advan-
tage of the talent pool that exists in these territories.

Finally, laws that ensure that Federal workers are adequately
protected against prohibited personnel practices need to be more
vigorously enforced. These practices include, but are not limited to:
discrimination of any nature, whistleblower retaliation, and polit-
ical coercion. All of these practices are unacceptable. Federal agen-
cies need to be on the offensive to prevent these prohibited per-
sonnel practices. The Committee recommends that each agency cre-
ate the necessary policies or review their existing policies to edu-
cate employees and to prevent such activities, and that plans are
in place to remedy such a situation should it ever occur.

Election administration: Citizens need to be confident that when
they cast a vote in an election, their votes are private and secure,
the votes will be accurately counted, their polling places are acces-
sible, and the way in which they cast their votes is clear and un-
derstandable. Unfortunately, the nation’s experience in recent elec-
tions has raised more questions than answers and more concerns
than assurances regarding these issues. Following the disputed
2000 election, Congress passed the Help America Vote Act of 2002
(HAVA) and established the Election Assistance Commission to
help States and local units of government with election administra-
tion matters.

This bill includes a total of $134,559,000 for the Election Assist-
ance Commission. This amount includes funds to help States meet
requirements under HAVA, research new technology to help make
voting systems more accessible for the disabled, improve the test-
ing and verification of voting systems, recruit and train badly need-
ed poll workers, and give students a firm foundation in the elec-
toral process through mock elections. These efforts will further
demonstrate Congress’s commitment to improve the way our elec-
tion process works.

Physical infrastructure investment: Across the nation, GSA owns
or leases over 340 million square feet of space comprising 8,920
buildings. In addition to office buildings where people perform the
business of the Federal Government, GSA constructs other types of
public buildings, such as border stations and courthouses. In the
last two years, this Committee has invested nearly $16 billion in
the infrastructure of the country’s Federal assets, including fund-
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ing for six Federal courthouses, and reconstruction of one of the
most congested border crossings in the world.

These infrastructure investments are guided by policies that
strive to achieve excellence in many areas including energy effi-
ciency, sensitivity to historical preservation, and urban develop-
ment requirements. Infrastructure investments serve the nation as
a whole by supporting facilities the government uses to carry out
its business, but these investments also contribute to the strength
and growth of the surrounding local communities.

OPERATING PLAN AND REPROGRAMMING PROCEDURES

The Committee will continue to evaluate reprogrammings pro-
posed by agencies. Although reprogrammings may not change ei-
ther the total amount available in an account or any of the pur-
poses for which the appropriation is legally available, they rep-
resent a significant departure from budget plans presented to the
Committee in an agency’s budget justifications and supporting doc-
uments, which are the basis of this appropriations Act. The Com-
mittee expects agencies’ reprogramming requests to thoroughly ex-
plain the reasons for the reprogramming and to include an assess-
ment of whether the reprogramming will affect budget require-
ments for the subsequent fiscal year.

Section 608 of this Act requires that agencies or entities funded
by the Act notify the Committee and obtain prior approval from the
Committee for any reprogramming of funds that: (1) creates a new
program; (2) eliminates a program, project, or activity; (3) increases
funds or personnel for any program, project, or activity for which
funds have been denied or restricted by the Congress; (4) proposes
to use funds directed for a specific activity by either the House or
Senate Committees on Appropriations for a different purpose; (5)
augments existing programs, projects, or activities in excess of
$5,000,000 or 10 percent, whichever is less; (6) reduces existing
programs, projects, or activities by $5,000,000 or 10 percent, which-
ever is less; or (7) creates or reorganizes offices, programs, or ac-
tivities.

Additionally, the Committee expects to be promptly notified of all
reprogramming actions which involve less than the above-men-
tioned amounts if such actions would have the effect of signifi-
cantly changing an agency’s funding requirements in future years,
or if programs or projects specifically cited in the Committee’s re-
ports are affected by the reprogramming. Reprogrammings meeting
these criteria must be approved by the Committee regardless of the
amount proposed to be moved.

Section 608 also requires agencies to consult with the Commit-
tees on Appropriations prior to any significant reorganization or re-
structuring of offices, programs, or activities. This provision applies
regardless of whether the reorganization or restructuring involves
a reprogramming of funds. Agencies are encouraged to consult with
the Committees early in the process so that any questions or con-
cerns the Committees may have can be addressed in a timely man-
ner.

Agencies are directed under section 608 to submit operating
plans for the Committee’s review within 60 days of the bill’s enact-
ment. Each operating plan should include: (1) a table for each ap-
propriation with a separate column to display the President’s budg-
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et request, adjustments made by Congress, adjustments due to en-
acted rescissions, if appropriate, and the fiscal year enacted level,
(2) a delineation in the table for each appropriation both by object
class and program, project, and activity as detailed in the budget
appendix for the respective appropriation; and (3) an identification
of items of special congressional interest.

RELATIONSHIP WITH BUDGET OFFICES

Through the years, the Committee has channeled most of its in-
quiries and requests for information and assistance through the
budget offices of the various departments, agencies, and commis-
sions. There is a natural relationship between the work of the
budget offices and the work of the Committee. Some agencies, how-
ever, direct that all congressional communications, both formal and
informal, flow through their congressional liaison offices. While the
Committee appreciates the work done by these offices and will con-
tinue to maintain strong working relationships with them, the
Committee must insist on direct lines of communication with the
budget offices. The nature of the Committee’s work requires re-
sponsiveness from agencies that should not be hindered by layers
of bureaucracy or filtered through third parties. This is particularly
true with respect to technical budget assistance that the Com-
mittee relies upon the budget offices to provide. The Committee
also reserves the right to call upon program and other offices as
necessary.

QUALITY OF BUDGET JUSTIFICATION DOCUMENTS

Agencies are urged to work with the Committee to improve budg-
et justification documents’ quality and presentation by including
relevant and specific budget and program information. The Com-
mittee recognizes and appreciates those agencies that have done so
for the fiscal year 2009 budget. However, the Committee continues
to be concerned about incomplete and inadequate budget justifica-
tions. The Committee believes that all budget justifications should
include an explanation of each program, project, and activity’s mis-
sion and purpose, along with a specific explanation of the proposed
increases or decreases in funding from the current year. The Com-
mittee is concerned that there is an overemphasis in many budget
justifications on subjective and misleading performance evaluation
measures, specifically the Office of Management and Budget’s Pro-
gram Assessment Rating Tool (PART).

Agencies should not consider PART evaluations to be a sub-
stitute for meaningful programmatic and budget data that the
Committee relies on to prepare its bills. Further, the Committee
strongly encourages the Administration to use a meaningful system
of evaluation to justify proposed program funding levels, with such
a system using factors that are objective, relevant, and developed
in a collaborative manner with Congress. The Committee finds lit-
tle use for a budget justification that does not reveal specific details
of the measurable indicators and standards used to evaluate a pro-
gram’s performance, relevance, or adherence to underlying author-
ization statute. Further, the Committee has little patience for agen-
cy heads who cannot explain the rationale behind a program’s
funding level other than “the PART score,” “getting to green,” or
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“this is what OMB directed.” The Committee welcomes the input
from the agencies regarding program evaluation measures.

Additionally, the Committee is extremely concerned about agen-
cies that are late in submitting their budget justification docu-
ments. While the vast majority of agencies submitted their fiscal
year 2009 budget documents on time, some agencies did not submit
them until well after the President’s budget was presented to Con-
gress. That is inexcusable and will not be tolerated by the Com-
mittee.

COMMITTEE HEARINGS

The Committee has conducted extensive hearings on the pro-
grams and projects provided for in this bill. Pursuant to House
rules, each of these hearings was open to the public. The Com-
mittee received testimony from agency heads and other officials of
the executive branch in areas under the bill’s jurisdiction, as well
as from certain non-government organizations that participated in
these hearings. In addition, the Committee has considered written
material submitted for the hearing record by private citizens and
organizations. The bill recommendations for fiscal year 2009 have
been developed after careful consideration of all the information
available to the Committee.

PROGRAM, PROJECT, AND ACTIVITY

During fiscal year 2009, for the purposes of the Balanced Budget
and Emergency Deficit Control Act of 1985 (Public Law 99-177), as
amended, with respect to appropriations contained in the accom-
panying bill, the terms “program, project, and activity” shall mean
any item for which a dollar amount is contained in an appropria-
tions Act (including joint resolutions providing continuing appro-
priations) or accompanying reports of the House and Senate Com-
mittees on Appropriations, or accompanying conference reports and
joint explanatory statements of the committee of conference. This
definition shall apply to all programs for which new budget
(obligational) authority is provided.

TITLE I—DEPARTMENT OF THE TREASURY
DEPARTMENTAL OFFICES
SALARIES AND EXPENSES
(INCLUDING TRANSFER OF FUNDS)

Appropriation, fiscal year 2008 ..........ccccovveeiiieriieniienieeiie e $248,360,000
Budget request, fiscal year 2009 273,895,000
Recommended in the Dill .......ccccveeiiiiiiiiiiiieceeeceeee e 275,395,000
Bill compared with:
Appropriation, fiscal year 2008 ............ccoceeiiiriiiiiienieeeeee e +27,035,000
Budget request, fiscal year 2009 .........ccccoeevveeeecreeeiieeeeiiee e +1,500,000

The Departmental Offices’ function in the Treasury Department
is to provide basic support to the Secretary of the Treasury, the
chief operating executive of the Department. The Secretary also
has a primary role in formulating and managing the domestic and
international tax and financial policies of the Federal Government.
The Secretary’s responsibilities funded by the Salaries and Ex-
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penses appropriation include: recommending and implementing
United States domestic and international economic and tax policy;
providing recommendations regarding fiscal policy; governing the
fiscal operations of the Government; maintaining foreign assets
control; managing the public debt; managing development of finan-
cial policy; representing the United States on international mone-
tary, trade and investment issues; overseeing Treasury Department
overseas operations; directing the administrative operations of the
Treasury Department; and providing executive oversight of the bu-
reaus within the Treasury Department.

COMMITTEE RECOMMENDATION

The Committee recommends $275,395,000 for Departmental Of-
fices, Salaries and Expenses, $1,500,000 above the budget request
and $27,035,000 above the amounts provided in fiscal year 2008.
The funding recommendations are made based on information in-
cluded in the budget justification. Language is included allowing
the Department to transfer up to 4 percent between activities upon
notification. Transfers may be made in excess of 4 percent upon ap-
proval of the House and Senate Appropriations Committees. Funds
are to be allocated as follows:

Executive DIirection .........ccccccoviiiiiiiiiiiiieec et $21,592,000
Economic Policies and Programs .............. 45,853,000
Financial Policies and Programs .............. 35,435,000
Terrorism and Financial Intelligence 62,012,000
Treasury-wide Management Policies and Programs 19,009,000

Administration Programs ...........ccccceeeeiiiieeiiiienieeeeee e 91,494,000

The Committee includes in its recommendation $258,000 for un-
foreseen emergencies; $5,232,443 for the Treasury-wide Financial
Statement Audit and Internal Control program, which is available
until September 30, 2010; $3,000,000 for information technology
modernization requirements, which is available until September
30, 2010; $500,000 for secure space requirements, which is avail-
able until September 30, 2010; $1,100,000 available until Sep-
tember 30, 2010, for hiring of personnel whose work will require
a security clearance investigation in order to perform highly classi-
fied work; $3,400,000 for development and implementation of pro-
grams within the Office of Critical Infrastructure Protection and
Compliance Policy, which is available until September 30, 2011;
$3,000,000 for modernization of the Office of Debt Management’s
information technology, which is available until September 30,
2011; and $150,000 for official reception and representation ex-
penses.

OPERATING PLAN

The Committee directs the Department, upon enactment of the
fiscal year 2009 Appropriations Act, to submit an operating plan
for the fiscal year 2009 resources provided to the Department, in-
cluding all offices and bureaus, not more than 60 days after enact-
ment. This requirement is further addressed by section 608 of this
Act. The plan must include information on program increases and
major procurements at the Department. The operating plan should
incorporate input from all senior level managers of the Depart-
ment, and once submitted, the final plan should be made available
to those managers.
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FINANCIAL EDUCATION

Within the Financial Policies and Programs budget activity, the
Committee provides an increase of $700,000 above the amount as-
sumed in the President’s request for the Department’s Office of Fi-
nancial Education. The Committee directs that this increase be
specifically targeted toward financial education efforts aimed at el-
ementary schools and high schools, as well as efforts aimed at com-
bating predatory lending.

FORECLOSURE CRISIS

The Committee notes that there continues to be a sharp rise in
foreclosures associated with subprime and other alternative mort-
gages. The rise in foreclosures has led to multiple problems. Not
only have hundreds of thousands of families lost their homes, but
millions more homeowners have seen a decline in their home val-
ues as a result of being located near foreclosed homes. In 2007, the
Department of the Treasury announced it had helped broker an al-
liance of mortgage lenders, servicers, counselors, and investors,
known as the HOPE NOW alliance, to help homeowners stay in
their homes, through loan repayment plans, loan modifications,
and other potential remedies.

However, a great many mortgages are not included in this vol-
untary initiative, including mortgages whose interest rate resets
began prior to 2008, mortgages in which the homeowner has been
more than 60 days delinquent on more than one payment over the
past year, and others. A large number of these homeowners have
entered, or soon will enter, foreclosure. In March 2008, nearly 3
percent of homes that were once owner-occupied were vacant, up
from less than 2 percent in 2005 and the highest level since the
Census Bureau began publishing the number in 1956. In addition,
the State Foreclosure Prevention Working Group, composed of
state attorneys general and state banking regulators, reported in
April 2008 that seven out of every ten seriously delinquent bor-
rowers were not on track for any loss mitigation outcome.

The Committee is greatly concerned that the total number of
loan modifications has been, and continues to be, far exceeded by
the number of foreclosures. During the first two months of 2008,
for example, more than three times as many borrowers entered
foreclosure as received loan modifications. Furthermore, the Sec-
retary of the Treasury himself has noted that the worst of the fore-
closure crisis is still to come. The Committee is aware that Con-
gress has been working to address this issue. At the same time,
however, the Committee strongly urges the Department to step up
its efforts to prevent foreclosures by all available means, including
stepping up efforts to encourage HOPE NOW participants and oth-
ers to make necessary mortgage modifications.

THE OFFICE OF TERRORISM AND FINANCIAL INTELLIGENCE

The Committee recommends $62,012,000 for the Office of Ter-
rorism and Financial Intelligence, an increase of $300,000 above
the President’s request and $5,237,000 above amounts provided in
fiscal year 2008. Within the funds for the Office of Foreign Assets
Control, not less than $300,000 is provided to increase, above fiscal
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year 2008 levels, efforts to reduce the backlog of Freedom of Infor-
mation Act (FOIA) requests.

OFAC AND CUBA

The Committee is greatly concerned by the resource allocation
decisions being made by OFAC, as noted in a November 2007 re-
port from the Government Accountability Office (GAO). The Com-
mittee wishes to emphasize that OFAC’s resource allocation deci-
sions should be made on the basis of the most pressing national se-
curity threats facing the United States. OFAC 1s responsible for ad-
ministering and enforcing more than 20 economic and trade sanc-
tions programs, based on U.S. foreign policy and national security
goals, against targeted foreign countries, terrorists, international
narcotics traffickers, and proliferators of weapons of mass destruc-
tion. Yet, as the GAO report points out, Cuba embargo-related
cases comprised 61 percent of OFAC’s investigatory caseload from
2000 through 2006. In contrast, Cuba embargo-related cases com-
prise a minor part of the investigation caseloads of the Commerce
Department’s Bureau of Industry and Security (BIS)/Office of Ex-
port Enforcement and the Department of Homeland Security’s Bu-
reau of Immigration and Customs Enforcement (3 percent and 0.2
percent, respectively).

In addition, OFAC penalties for Cuba embargo violations rep-
resented more than 70 percent of OFAC’s total penalties between
2000 and 2005. The report notes that most of these penalties were
for infractions such as purchasing Cuban cigars. By contrast, Cuba
embargo penalties comprised just 0.16 percent of the total penalties
of BIS during the period of 2002-2006. The Commerce Department,
the Department of Homeland Security’s Bureau of Immigration and
Customs Enforcement, and the Justice Department reported under-
taking relatively few investigations, penalties, and prosecutions of
Cuba embargo violations.

The Committee strongly concurs with GAO’s recommendation
that the Secretary of the Treasury direct OFAC to assess its alloca-
tion of resources for investigating and penalizing violations of the
Cuba embargo with respect to the numerous other sanctions pro-
grams OFAC administers. The Committee directs the Department
to report to the Committee within 60 days of enactment of this Act
as to the steps it is taking to assess OFAC’s allocation of resources,
along with any plans to reallocate OFAC resources. The Committee
additionally directs the Department to provide, as part of its fiscal
year 2009 operating plan, the following information:

(1) for each fiscal year from 2001 to 2008, the following informa-
tion related to OFAC’s Cuba-related licensing:

e the number of family travel licenses issued, as well as the
number denied;

e the number of religious travel licenses issued; as well as
the number denied;

e the number of academic travel licenses issued; as well as
the number denied;

e the number of licenses issued for the various categories of
permissible travel;

e the number of licenses denied for the various categories of
permissible travel,

e the number of fines issued;
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¢ the average amount of fines;
e the total amount (in dollars) of fines issued per violation

category;

e the number of Cuba travel service providers receiving li-
censes;

e the names of Cuba travel service providers receiving li-
censes;

e the number of Full-time Equivalents (FTE) used for
issuing Cuba licenses; and

e the number of FTE used for issuing licenses for Cuba trav-
el service providers;

(2) for each fiscal year from 2001 to 2008, the following informa-
tion related to OFAC enforcement of the Cuba embargo:

e the number of FTE used for Cuba embargo enforcement;

e the number of fines issued,;

e the average amount of fines;

e the total amount (in dollars) of fines issued, per violation
category;

e the number of cases heard by OFAC Administrative Law
Judges, along with information on whether these judges were
OFAC’s own, or whether they were borrowed from other Gov-
ernment agencies;

e the average fine in these cases; and

e the total amount (in dollars) of fines issued by these
judges;

(3) for each fiscal year from 1990 to 2008, the following informa-
tion related to OFAC enforcement of the Cuba embargo:

e the total amount of fines collected in each year;

e the number of travelers engaged in illegal travel to Cuba
and apprehended, as reported to OFAC, along with statistics
as to the points-of-entry where travelers were apprehended;

e the number of cases against travelers that were/are dis-
puted by the traveler;

e the number of these cases that are settled;

e the average settlement amount; and

e the average time from the first notice sent to the traveler
until final settlement was reached;

(4) for fiscal years 2007 and 2008, the number of FTE devoted
to OFAC enforcement in the area of Foreign Terrorist Organiza-
tions.

TREASURY’S MANAGEMENT OF INFORMATION TECHNOLOGY
INVESTMENTS

The Committee is concerned about the findings of a July 2007
GAO report that found that while the Department has established
many of the capabilities needed to select, control, and evaluate its
information technology (IT) investments, the Department has sig-
nificant weaknesses that hamper its ability to effectively manage
its investments. Specifically, the report noted that Treasury did not
have an executive investment review board—a group of executives
from IT and business units that is intended to be the final decision-
making authority—that is actively engaged in the IT investment
management process. In addition, the Department did not have
any policies and procedures for managing its nonmajor IT invest-
ments, although they represent almost 70 percent of the total num-
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ber of investments. The Department plans to spend more than
$2,900,000,000 on information technology in fiscal year 2008.

The Committee is encouraged that the Department has since ini-
tiated efforts to improve its IT investment management process
and recognizes the need to take proactive steps to strengthen its
investment board operations and oversight of IT resources and pro-
grams. The Committee directs the Department to report to the
Committee, within 90 days of enactment of this Act, on improve-
ments that have been implemented or planned in this area, includ-
ing progress in addressing GAO’s recommendations.

TRAVEL CAP

For the second year in a row, the Committee has not included
a travel limitation, which was $3,000,000 in fiscal years 2006 and
2007. The Committee remains concerned about politically moti-
vated travel, but understands that restricting the travel of all
Treasury offices and bureaus may negatively impact mission oper-
ations. The Committee will continue to monitor travel and re-evalu-
ate this position at the next appropriate time. Therefore, the Com-
mittee restates the travel report directives contained in House Re-
port 108-792 and directs the Department to include the purpose of
the reported travel in the quarterly report. The Committee also
continues the direction that the Secretary shall ensure that a por-
tion of travel funds are made available to General Schedule em-
ployees to support the training and development of all Depart-
mental Office employees.

DEPARTMENT-WIDE SYSTEMS AND CAPITAL INVESTMENTS PROGRAMS
(INCLUDING TRANSFER OF FUNDS)

Appropriation, fiscal year 2008 $18,710,000
Budget request, fiscal year 2009 26,975,000
Recommended in the bill ...................... 26,975,000
Bill compared with:

Appropriation, fiscal year 2008 ..........ccceooiiriienieniiienieeieeiee +8,265,000

Budget request, fiscal year 2009 ..........coceeeviiieeeiiieeeeiee e - - -

The Department-wide Systems and Capital Investments Pro-
grams appropriation funds the modernization of Treasury business
processes and increases in Department-wide systems efficiency
through technology investments for systems that involve more than
one Treasury bureau or Treasury’s interface with other govern-
mental agencies.

COMMITTEE RECOMMENDATION

The Committee recommends $26,975,000 for Department-wide
Systems and Capital Investments Programs, the same as the budg-
et request and $8,265,000 above the amounts provided in fiscal
year 2008. Funds are available until September 30, 2011. Of the
funds provided, $11,518,000 is for repairs to the Treasury Annex
Building, as requested.
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OFFICE OF INSPECTOR GENERAL
SALARIES AND EXPENSES

Appropriation, fiscal year 2008 $18,450,000
Budget request, fiscal year 2009 19,356,000
Recommended in the bill .........c.ccoooiiiiiiiiiiiiceeeee s 19,356,000
Bill compared with:

Appropriation, fiscal year 2008 ..........cccocceiriiiiiiieniienieeeeeee +906,000

Budget request, fiscal year 2009 ........ccccceevvviiieeniiieiiniee e - - =

The Office of Inspector General provides agency-wide audit and
investigative functions to identify and correct operational and ad-
ministrative deficiencies which create conditions for existing or po-
tential instances of fraud, waste, and mismanagement. The audit
function provides program, contract, and financial statement audit
services. Contract audits provide professional advice to agency con-
tracting officials on accounting and financial matters relative to ne-
gotiation, award, administration, repricing, and settlement of con-
tracts. Program audits review and evaluate all facets of agency op-
erations. Financial statement audits assess whether financial state-
ments fairly present the agency’s financial condition and results of
operations, the adequacy of accounting controls, and compliance
with laws and regulations. The investigative function provides for
the detection and investigation of improper and illegal activities in-
volving programs, personnel, and operations.

COMMITTEE RECOMMENDATION

The Committee recommends $19,356,000 for the Office of Inspec-
tor General, the same as the budget request and $906,000 above
the amounts provided in fiscal year 2008. The bill includes
$2,000,000 for official travel expenses, $2,500 for official reception
and representation expenses, and up to $100,000 for unforeseen
emergencies.

The Committee encourages the Inspector General of the Treas-
ury, with respect to the Office of Thrift Supervision and the Comp-
troller of the Currency; the Inspector General of the Federal De-
posit Insurance Corporation, with respect to the Corporation; and
the Inspector General of the Securities and Exchange Commission,
with respect to the Commission, to fully investigate how any poli-
cies, actions, or supervisory roles of such agencies might have con-
tributed to the mortgage foreclosure crisis.

TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION
SALARIES AND EXPENSES

Appropriation, fiscal year 2008 ..........cccccceeeririieriieeeniieeeeee e $140,533,000
Budget request, fiscal year 2009 145,736,000
Recommended in the bill .........cccooooiiiiiiiiieiecceeeee e 145,736,000
Bill compared with:

Appropriation, fiscal year 2008 ..........c.cccecevveeeiieeenciieeenreee e +5,203,000

Budget request, fiscal year 2009 ..........ccoeeeviieeeciieeeeiee e - - -

The Internal Revenue Service (IRS) Restructuring and Reform
Act of 1998 established the Office of Treasury Inspector General for
Tax Administration (TIGTA) and abolished the IRS Office of the
Chief Inspector. TIGTA conducts audits, investigations, and evalua-
tions to assess the operations and programs of the IRS and its re-
lated entities, the IRS Oversight Board, and the Office of Chief
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Counsel. The purpose of those audits and investigations is as fol-
lows: (1) to promote the economic, efficient, and effective adminis-
tration of the nation’s tax laws and to detect and deter fraud and
abuse in IRS programs and operations; and (2) to recommend ac-
tions to resolve fraud and other serious problems, abuses, and defi-
ciencies in these programs and operations.

COMMITTEE RECOMMENDATION

The Committee recommends $145,736,000 for the Treasury In-
spector General for Tax Administration, the same as the budget re-
quest and $5,203,000 above the amounts provided in fiscal year
2008. The bill includes $6,000,000 for official travel expenses,
$1,500 for official reception and representation expenses, and up to
$500,000 for unforeseen emergencies.

FINANCIAL CRIMES ENFORCEMENT NETWORK
SALARIES AND EXPENSES

Appropriation, fiscal year 2008 $85,844,000
Budget request, fiscal year 2009 91,335,000
Recommended in the Dill .......ccccevviiiiiiiiiiiiieccceeeeee e 91,335,000
Bill compared with:

Appropriation, fiscal year 2008 .........cccceooiiriiieniieniiienieeieeieee +5,491,000

Budget request, fiscal year 2009 ..........cooeeeviie